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-~ ~AT&T
Douglas W. Schoenberger Suite 1000
Government Affairs Director 1120

20
th Street, NW

International Washington DC 20036
202-457-2118
FAX 832-213-0269

February23, 2004

Ms. MarleneH. Dortch
Secretary
FederalCommunicationsCommission
445 12~Street,SW, RoomTWB-204
Washington,DC 20554

RE: InternationalSettlementsPolicyReform(113 DocketNo. 02-324)
InternationalSettlementRates(lB DocketNo. 96-261)

DearMs. Dortch:

OnFriday,February20, 2004,I metwith BarryOhlsonofCommissionerAdeistein’soffice to
discusstheabove-referencedproceeding.

Duringthismeeting,wereviewedAT&T positionsin thesedockets,highlightingtheissues
documentedin theattachment.A copyofthis attachmentwasgivento Mr. Ohison.

Oneelectroniccopyof thisNoticeis beingsubmittedto theSecretaryoftheFCCin accordance
with Section1.1206oftheCommission’srules.

Sincerely,

Att.

copy to:
B. Ohison



International SettlementsPolicy Reform

ISP Reform Should EncourageGreater Useof Commercial
• Arrangements with Targeted SafeguardstO PreventPrice

Increasesand Whipsaws . .

• U.S. carriersuccessesin negotiatingbelow-benchmarkrateson ISRroutes
showthatcommercialarrangementsnot subjectto ISP rateandproportionate
returnrequirementswill leadto more.cost-basedrates

• Lackofcompetitionin mostforeignmarketsrequirescontinuedCommission
• safeguardsagainstrateincreasesandother.foreignmarketpowerabuses

2. . The CommissionShould EncourageMore Rapid Useof
Commercial Arrangementsat BenchmarkRates

• Simplify thetransitionto commercialarrangemen*sby removingspecificISP
• . requirementsat benchmarks .

•. No needfor anintermediateISR step
• Removeburdensome50 percentdemonstration
• .Remove43.51 and64.1001filing requirementsfor commercialarrangements
•. Allow benchmarkshowingsby agreementoraffidavit

3. AlternativeThresholds for Removalof ISP Would Impede
Competition • ••

• ISRthresholdwould preventcommercialarrangementson non-WTOrOutes
andcOntinuetheburdensomeISRauthorizationprocess

• RemovalofISPon all routeswould encourageabuseofmarketpowerby
foreignmonopolists • •

4. • ISP Reform Requires Continued Commission SafeguardsAgainst
RateIncreaseSandWhipsaws. •• • .

• Foreignmonopolistscontrol threeoutof four U.S.internationalroutes
• Over 170countrieswithout full WTO market-openingcommitments
•• Alternativeterminationnot ubiquitousandcannothandlelargeU..S~traffic
• • volumes • 0~

• Potentialhann.toU.S. consumersfrom lackof competitionin foreignmarkets,
concertedactionby foreigncarriersandforeigngovernment-mandatedrate
floors



5 NecessarySafeguardsonAll Routes

• Contmueexistmgprohibitiononnon-cost-basedratemcreases
• Contmueexistmgprohibitiononwhipsaws
• Epforcementthroughacarrier-initiatedcomplaintprocess

• Expeditedcomplaintprocedures • • • •

• • Continueexisting“no specialconcessions”rule •

• Continue43.61traffic andrevenuereporting • •. •

1997BenchmarksShouldbe Revised

U Broadsupportfor continuationofbenchmarkspolicy, includingby former
opponentsofbenchmarks•. • • • •

• • 1997benchmarksno longeradequatelyservetheCommissionObjectiveof.
• • cost-basedrates • •• • • • • • •

—Basedon :1996data • •

—U.S. carrierratestomanycountriesnowbelow4 cents • • • • •

—Average2001U.S.. settlementrate(14cents)is belowthelowest1997
• benchmarkrate : • • •• •. • • •

—1997benchmarkratesnowusedtojustify requests.for rate increases •

• (e.g~,thePhilippines)
• — 1997BenchmarksOrder, 11112:“[Pleriodic revisionsarenecessaryto

• avoidtheproblemin thefutureof ourbenchmarksnotkeepingpacewith
costreductions,andto encouragefurthermovementtoWardcost-based. •

rates.” • • • ~• • • •

• TheCommissionshouldissueaFNPRMon newbenchmarks • • • • S

7. RevisedTariff ComponentPricing Model •

• Analysisofthenetworkcomponentsusedto terminateinternationalcallsin
thesame65 countriesusedfor theCommission’s1997BenchmarksOrder
TCPstudy ; • • • • • ••

• Largelybasedon foreigncarriertariffs •

• • . 2003 data • •: • • .

• Expandsnationalextensioncomponentto modelmorecloselythenetwork
• componentsusedfor internationalteñnination • • •

! Includesmodelfor mobile termination
U • Removesretail costsnotrelevantto internationalcall termination
• Usesinternationalswitchingrateconservativelybasedon domeStictandem

switchinganalogs •. S

•AverageTCP.ratefor terminationon fixednetwOrksof 4.03cents(approx.
3.75centsfor upper-incomecountries,approx.4 centsfor middle income&
approx.4.75centsfor lower and‘teledensitylessthanone’ countries)

• AverageTcPratefor terminationon mobile networksof 8.23cents(approx.8
cents.forupper-incomecountries,approx.8.5 centsfor middleincome&
approx.8.5 centsfor lower and‘teledensitylessthanone’ countries)
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8. • The CommissionShould Restrain Rising Foreign Mobile
• Termination Rates •~ 5.;

.5• Fast-growingproblemthreatensto reverseprOgresstowardcost-basedrates
~. Nomarketconstraintsorsufflcient’foreignregulatoryactionto prevent

• increases . •. S. • :
• —90 cOuntriesnowhavemobile surcharges:

—no costjustificationfor thesecharges • • .‘

• Firsttwo “Key findings” of OvumJan.2004reporton mobiletermination
• rates: S . • :

S “Thereareno effectivemarketmechanismsto curbtheprióeofthe
mobileterminationservice.” • S •

— “Thereis considerableevidencethatmobileterminationrates(M1’Rs)
•arewell.abovecostsin mostcOuntries. We estimatethatprofit marginsof
•Over100%arecommonplacefor mostmobilenetworkoperators •

• S •.(MNOs).” S. • ‘.

I Foreignmobile carrierclaimsconcerningU.S. carriersurchargesar&ared
• herring . . • S • S

—Foreignmobilecarriersaresu1~jecttO no competitionat all in setting
terminationrates;U.S. carriersaresubjectto marketforcesandmust
recover,theircostsin thehighlycompetitiveU.s.market
—AT&T setsits consumermobile surchargesto recOvertheincremental
chargesfor thistraffic leviedby foreigninternationalcarriers

9. Requested:CommissionAction S

• Apply existingbenchmarksto all fraffic terminatingon foreignmobile ••

• networks,including on routessubjecttOcommercialarrangements • . . S

—Mobile terminationratesexceed1997benchmarksin 39 countries
• • Apply existingprohibitionson non-cost-basedincreasesto all traffic

•terminatingon foreignmobile networks,including on routessubjectto
commercialarrangements . S

• Proposenewbenchmarkratesfor traffic terminatingon foreignmObile
• networksin theFNPRM requestedabove S



RevisedTariff Component Pricing Methodology
Pricing Components

US.. Carrier’s.Network

• • Foreign Carrier’s Network

Fixed call Termination

• International
Private Line Tariffs

• •. Gateway Switching
• • • Cost Estimate

IS
Mobile Call Termination

• Domestic Private
• • Line Tariffs

• •
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